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TO THE STOCKHOLDERS 
OF UTAH CONSTRUCTION COMPANY: 


It is a satisfaction for the management to report that your company’s operations 
during the past fiscal year showed continued gains in many fields of activity. Despite 
the adverse effect of general business conditions upon the year's earnings, some im- 
provement has been made in the company’s own domestic construction and mining 
operations and particular progress has been marked in Utah's program of diversifica- 
tion through subsidiary and affiliated companies. Utah Construction Company is a 
holding company as well as an operating organization. Its interests are far flung in 
domestic and world wide operations, including shipping, land development, exploration 
and mineral development, design and engineering, mining and construction. 


Of particular significance to our stockholders are the more important developments in 
Utah’s domestic mining operations. The year saw the completed construction of the 
uranium oxide processing mill for Lucky Mc Uranium Corporation in which your com- 
pany has a 60 per cent interest. Exploration activities in the Shirley Basin in Wyoming 
have progressed favorably and the findings of our geologists indicate that Utah con- 
trols a high grade uranium ore zone in that area, a potential for future development. 
The outlook for the parent company’s mining operations in the State of Utah was 
further enhanced by the consummation of a long-term iron ore sales contract with the 
Columbia-Geneva Division of U. S. Steel Corporation. All of these events will have 
an important effect on the company’s financial position in years to come. 


Also of importance, in a related field, was the launching of a new combination ore-oil 
cargo ship, the San Juan Merchant, under the flag of San Juan Carriers, Ltd., an 
affiliated company. 


On the less favorable side, in certain phases of our activity the operating results have 
been unsatisfactory, some slowness has been noted in our land development sales and 
dredging programs, the company has sustained losses attendant to an abnormal back- 
log of idle construction equipment, and unfavorable results have continued in certain 
of the St. Lawrence Seaway joint venture projects. In Mexico and Australia the results 
of our operations have been disappointing. However, we are confident that these trends 
will improve with the general economic recovery, and we are hopeful that as the 
Seaway projects approach completion sustained losses will be diminished. 


PARENT COMPANY EARNINGS 


The earnings of the parent company for the fiscal year 1958, while memes current 
economic conditions, still show a net income for the year of $1,907,718, or $1.07 for 
each share of stock outstanding. This compares with $2,732,484, or $1.53 a share for 
the preceding year. Construction earnings continued to be depressed, largely because of 
reported losses in connection with certain joint ventures in which your company is a 
participant, particularly the St. Lawrence Seaway projects. These recorded losses, how- 
ever, may be reduced if additional compensation is allowed the ventures by the Power 
Authority, State of New York, in the settlement of very substantial claims. The business 
downturn in the heavy goods industries adversely affected the ore producers, with a 
resulting substantial decline in our realized gross revenue from mining operations as 
compared with the previous year. On the other hand, two major items—the realization 
of non-recurring gains arising from the sale of certain capital assets, particularly hous- 
ing projects, and an extraordinary dividend from Cia. Juan, S. A. — limited the 
decline in parent company earnings. 


Total depreciation in the amount of $2,215,355 was charged against 1958 earnings, such 
charges in the main being computed on the declining balance method and peeating to 
e 


$575,629 more than would have been sustained under the straight line method. 
comparable increase in depreciation expense in 1957 was $566,362, and in 1956 the 
excess amounted to $786,029. The current year’s net earnings also reflect a charge of 
$452,578, which amount has been set aside as a Reserve for Future Payments under 
the company’s Retirement Plan Based on Profit Sharing for the benefit of the com- 
pany’s employees. Partially offsetting this charge, however, was a restoration to earn- 
ings of an excess credit to this Reserve in the amount of $247,578 charged to earnings 
in prior years. 


SUBSIDIARY AND AFFILIATED COMPANIES 


Utah Construction Company's share of the current earnings of subsidiary and affiliated 
companies in which it has investments amounts to $1,411,826 after allowance for 
dividends paid and for income taxes payable upon the distribution of the remaining 
earnings to the parent. This is equal to $0.79 for each share of Utah Construction 
Company stock outstanding, and compares with $2,689,471, or $1.51 a share, for the 
preceding year. 


Lower profits from subsidiaries and affiliated companies engaged in shipping and for- 
eign mining were offset to a large measure by Utah's share of the profits arising from 
the operations of Lucky Mc Uranium Corporation. Subsidiaries engaged in foreign 
construction activities were operated in the aggregate on an unsatisfactory earnings 
basis during the fiscal year. 


OVERALL RESULTS 


The best criterion of your company’s operations is a consolidation of the parent com- 
pany earnings with the company’s share of the undistributed 1958 earnings of subsidiary 
and affiliated companies. Such consolidation resulted in an overall profit for the year of 
$3,319,544, equivalent to $1.86 for each share of Utah Construction Company stock 
outstanding. This compares to $5,421,955, or $3.05 a share for the preceding year, and 
$4,178,183, or $2.35 a share, for the fiscal year 1956. 


Viewing the picture as a whole, the decline in consolidated earnings can be attributed 
primarily to lower gross revenue from iron mining operations and decreased gross 
profit from construction work. 


FINANCIAL CONDITION 


The many phases of the parent company and subsidiary company activities necessitated 
a revamping of the long term lines of credit extended to the company by its lending 
banks. The new line of credit extended to Utah Construction Company during peak 
periods amounts to $26,000,000, of which total $17,500,000 was in use at the end of 
the fiscal year. Net working capital as of October 31, 1958 amounted to $6,908,834, 


Your management is of the opinion that this amount, together with the unused lines of 
credit available to it, is fully adequate to meet the requirements of the company and 
its subsidiaries. 

During the year dividends to stockholders were paid as follows: 


Approximate 
Date Dividend Amount 
January 10, 1958 1/50 share of Permanente Cement 
Company for each share held* $ .30 
April 1, 1958 1/50 share Permanente Cement Co.* 38 
July 7, 1958 .15 cash, plus 1/200 share Permanente 
‘Cement Company* : 
October 16, 1958 .25 cash «25 
Total $1.18 


*Cash paid for fractions 


The total amount compares with dividends paid in Permanente stock during the 
previous fiscal year aggregating in value 90¢ per share. 


The equity of the stockholders in the company, as of October 31, 1958, after payment 
of the dividends above referred to, amounted to $25,488,725, or $14.32 per share, as 
compared with $24,380,723, or $13.69 a share at the close of the preceding year. These 
figures are based upon the cost of our investments in other companies. If these invest- 
ments are revalued on the basis of the bid market for Permanente and Lucky Mc 
Uranium Corporation as of the date this letter goes to press, and our share of the net 
worth in other companies as of October 31, 1958, the stockholders’ equity would approx- 
imate $53,388,725, or $27,900,000 more than the book equity, which amount com- 
pares with $23,500,000 more at the close of the preceding year. Your management does 
not express an opinion as to the value of proven and probable mineral reserves and 
other assets owned by Utah, its subsidiaries, or affiliated companies. However, your 
management believes that potentially the value of such reserves and assets is sub- 
stantially in excess of the book cost. 


THE FUTURE 


With diversified activities in heavy construction, engineering, dredging, mining, mineral 
exploration, commercial building, real estate development, and shipping, basic as they 
are to a continually growing and expanding economy, the management of Utah Con- 
struction Company looks to the future with optimism and confidence. 
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In recognition of the iene nature of the management requirements brought about by 
the expansion and diversification of company activities, in August of 1958 the Board 
of Directors approved a realignment of certain corporate responsibilities. Mr. E. W. 
Littlefield, Executive Vice President, was also appointed as General Manager, in which 
role he will serve as the principal operating officer of the company responsible for its 
organization and administration. 


On behalf of the company, the management expresses its sincere appreciation to all of 
the clients and customers with whom such a warm and cordial relationship exists. We 
trust that they will become closer throughout the years. And, to the employees of our 
organization located on five continents and in fourteen countries, our fullest thanks 
and gratitude for their conscientious efforts. 


Respectfully submitted, 


Uhl Cull CmaLe ctr, 


Marriner S. Eccles Allen D. Christensen 
Chairman of the Board President 


Vigorous world-wide operations in virtually every field of construction 
activity continued to be the program of Utah Construction Company and 
its subsidiaries and affiliated companies, and today the company offers its 
clients the fruits of more than a half century of broad and successful experi- 
ence and the services of a roster of personnel skilled in the industry. In 
addition to work being performed on dams and powerhouses, dredging and 
land reclamation, industrial and metallurgical plants, military and govern- 
mental facilities, contract strip mining, and commercial buildings, important 
new work was started including three major tunnel projects, two dams, a 
significant missile launching facility, and a modern shopping center. Thus 
our construction portfolio remains diversified, both with respect to geo- 
graphical areas in which the work must be performed and by types of work. 


As previously reported, the aggregate uncompleted volume of construction 
work to be performed by Utah and its subsidiaries, including an allocable 
share of work to be performed by joint ventures, showed a substantial decline 
during the fiscal year 1957. The full impact of the decreased backlog of work 


CONSTRUCTION 
ACTIVITIES 


was seriously felt during the current fiscal year, the volume of contract 
performance during the year being materially lower than during the preceding 
fiscal period, carrying with it an attendant increased ratio of administrative 
costs and also losses incident to idle equipment. A further major factor 
depressing 1958 construction earnings has been the sizeable losses incurred 
by several of the St. Lawrence Seaway joint ventures in which Utah is a 
participant. 


Some improvement has been noted in the dollar volume of construction 
contracts awarded to Utah during the fiscal year just closed as compared 
with the previous year, but additional work in the coming year is desirable 
if the company is to earn a satisfactory return on its construction investment. 
We are continuing to book new business as the new fiscal year progresses 
and determined efforts are being made to put a major portion of our equip- 
ment to work. If these efforts are successful, Utah’s earnings from its con- 
struction activities should improve. 


Operations were begun on a $12,000,000 power tunnel as part of 
Southern California Edison Company's Mammoth Pool power proj- 
ect. This 7.5 mile tunnel project near Fresno, California, is being 
undertaken solely by Utah Construction Company and is scheduled 
for completion in March, 1960. Pictured above is the Rock Creek 
Adit to the power tunnel. 


Work on the Poe power tunnel project, twenty-six miles up the 
Feather River Canyon north of Oroville, California, for the Pacific 
Gas & Electric Company, was completed this year. Illustrated is the 
surge chamber leading to a new PG&E power house, with grouting 
in progress, and a portion of the concrete work inside the surge 
chamber. This diversion tunnel, part of the extensive Poe Power 
Hydroelectric Project, was constructed by Utah-Bates & Rogers, 
a joint venture, with Utah Construction Company the managing 
sponsor. 


Another major underground construction project being performed 
by Utah Construction Company is the 5490 Tunnel. In excess of 
3° miles in length, this concrete-lined railroad haulage tunnel for 
Kennecott Copper Corporation at their Bingham, Utah, open pit 
copper mine will be completed early in 1959. Several all-time pro- 
duction records for tunnel construction of this type have already 
been established by Utah Construction Company. Shown (left) is a 
distant picture of the tunnel entrance, with plant in foreground, and 
a concrete pouring operation. 
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Exemplifying Utah Construction Company's unique, full-range, turn- 
key construction services is an integrated mine and uranium ore 
processing mill now being completed for Homestake-Sapin Partners 
near Grants, New Mexico. Utah's responsibilities on this project 
include the collaring and sinking of three circular mine shafts, the 
construction of mine surface facilities, and the design and construc- 
tion of the multi-million dollar ore processing mill and auxiliary 
facilities, a portion of which is shown above 


REIGN CONSTRUCTION ACTIVITIES 


Continuing a trend started in recent years, the scale of Utah’s international 
construction operations increased again during the year. Moreover, these 
activities continued to be diversified and include a major portion of the full 
range of the organization’s potential engineering, construction and manage- 
ment services. 


During the year, in competition with the other large contractors, the Utah 
organization, either alone or in conjunction with co-venturers, successfully 
secured four major projects for which competitive proposals were submitted. 
Our continued success in this field has resulted from our ability to provide 
comprehensive engineering and construction services together with the exten- 
sive stateside logistics and supporting services required to successfully under- 
take and to complete major overseas projects. 


Significant new projects undertaken during the year included design and 


construction of a thermal power station in Australia; a 10.5 mile tunnel and 
concrete dam, part of the Snowy Mountain Project in Australia; a tunnel 
and power house in Ecuador; and a major concrete dam in connection with 
a hydroelectric project in Thailand. Operations continued on current major 
projects including highways and bridges; integrated mine and metallurgical 
plants; dams; railroads; industrial and commercial buildings; and earth 
moving projects. 


Current international construction activities are being performed by Utah 
Construction Company (Korea); by subsidiary companies of Utah, including 
Compania Utah, S. A. (Mexico), Cia. Utah Pacific (Peru), Utah Australia, 
Ltd., (Australia), Utah Co. of the Americas (Canada, Colombia and Peru), 
and Utah International, Inc. (Panama, Ecuador and Pakistan); and in some 
cases through joint ventures in which Utah, one of its subsidiaries, or an 
affiliated company, is a co-venturer (France, Brazil, Australia, Thailand). 


Significant progress was made during the year on both the mine and refinery portions of 
an important project for International Minerals & Chemical Corporation (Canada) Ltd. 
Work on this Canadian Potash Project near Esterhazy, Saskatchewan, includes the sinking 
of a 3300 ft. circular, concrete lined mine shaft, and the design and construction of an 
integrated mine and potash refinery. Illustrated is the combined refinery and mill site 
showing some of the surface facilities under construction. 


Using an odd but efficient combination of ancient methods and modern equipment, 
the Utah organization is pushing work on the huge Karnafuli Dam in Pakistan to 
develop a needed source of power. The dam, scheduled for completion in 1960, will 
be a great embankment 3,000 feet long and 130 feet high and is the largest power- 
irrigation project U.S. aid and contractors are putting up anywhere in the world. 
Supporting the project field organization of about 70 Americans and 2500 Pakistanis 
is a complete stateside administrative and procurement organization. Utah's ability 
to successfully undertake the tremendous logistics problems encountered on an exten- 
sive project in a remote area is exemplified by this project. 


Substantial progress was made on the vast Toquepala Project during 
the year. This comprehensive mine and metallurgical processing 
facility is being constructed for the Southern Peru Copper Corpor- 
ation. Substantial parts of this project are located high in the Andes 
Mountains and other portions are located at the Port of Ilo. Cia. 
Utah Pacific is managing sponsor of this project, which includes a 
concentrating mill; smelter; complete power generation and power 
transmission facilities; seaport installations; highways, tunnels and 
bridges; a standard gauge railroad and railroad equipment; water 
supply system, including pipelines, canals and reservoirs; shops and 
warehouses; and townsites for both mine and mill areas. Completion 
is scheduled for April, 1960. The picture shows the huge concen- 
trator facility construction at about 9,000 feet elevation in the Andes 
Mountains. 


Construction operations continued on the mammoth Serre-Poncon 
Dam on the Durance River near Gap, France. Featuring an exten- 
sive subsurface grout curtain, this 20 million cubic yard earthfill 
dam will be completed in 1959, approximately a year ahead of 
schedule. This multipurpose dam is being constructed by an inter- 
national joint venture with Utah Construction Company furnishing 
an American project manager, project engineer and an additional 
supporting staff. 


ENGINEERING 


Continuing growth in the magnitude of construction projects during the last three decades and the company’s program of diversification in its ownership 
activities, has made expansion of engineering activities desirable, with the objective of providing a completely integrated service and also a means of 
securing profits the company might not otherwise enjoy. Utah Construction Company has built up its engineering organization to the point where it now 


includes outstanding talent in four fields of engineering: investigation, design, management and construction. The magnitude of engineering effort extended 
by Utah can best be illustrated by a brief description of current projects and those completed during the past year. 


HOMESTAKE-SAPIN PARTNERS— URANIUM MILL, 
GRANTS, NEW MEXICO 


Design work began on this 1500 ton capacity plant in March of 1957, field 
construction in September of the same year. In July, 1958, after less than 
one year of elapsed time, this plant went successfully on line producing 
design capacity of concentrate product 


CANADIAN POTASH PROJECT, ESTERHAZY, 
SASKATCHEWAN 


The International Minerals and Chemical Corporation (Canada) Ltd. Proj- 
ect incorporates design and construction of mine plant, mine shaft, and a 
1200 ton per day potash refinery. Work continued during 1958 on schedule 
for a 1960 completion date. Inve tions and studies are under way for 
expansion of the facility over present planned capacity 


As a tool in the design of facility components, engineering scale 
models are constructed concurrent with design engineering. These 
models are used to facilitate the solution of difficult layout problems 
and in construction and erection planning, and will subsequently 
serve as a training device for the permanent operating staff. Pictured 
is a model of a potash refinery in course of construction for Inter- 
national Minerals and Chemical Corporation. 


KOREA TUNGSTEN MINING COMPANY, 
SANG DONG, KOREA 
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DREDGING ACTIVITIES 


Utah Dredging Company, a wholly owned subsidiary formed in 1955, was 
developed to undertake dredging and land reclamation operations for Utah's 
extensive land development projects and for public and private clients 


The Dredging Company now has at its disposal two of the most modern, 
high capacity hydraulic dredges in the world, the FRANCISCAN and the 
recently completed ALAMEDA. In addition, other supporting dredging and 
marine equipment are ilable, including the clamshell dredge CALIFOR- 
NIA, derrick barges, anchor, work, and cable reel barges, tugs, pontoons, 


and a multitude of other auxiliary equipment. 


So equipped, Utah Dredging Company is now capable of undertaking dredg- 
ing and reclamation projects of any magnitude and difficulty, and to perform 
such work anywhere in the world. 


Work on the Oakland International Airport new runways was completed 
during the year, and a contract has been signed with the Port of Long Beach 
for a dredging and harbor construction project to be completed in 1959. 


The 30 inch self-powered hydraulic dredge “Alameda” was com- 
pleted and placed into operation at the close of the year. One of 
the most significant and modern tools in the dredging industry, the 
“Alameda” began its shakedown operations by pumping additional 
yardage to extend the runways at the Oakland International Airport. 
Pictured is the dredge, together with the attendant plant and pontoon 
line in the borrow area for the project. Also shown is the Oakland 
Airport fill at completion of a prior contract performed by the 
dredge “Franciscan,” 


MINING 


Mining is now a major activity of Utah Construction Company. Since 1943, when 
Utah first engaged in the contract strip mining of coal in Pennsylvania and iron 
ore in Utah, its operations in the mining of Utah controlled mineral interests have 
become international in scope. 


Utah is directly engaged in the open pit mining and processing of iron ore in the 
State of Utah and metallurgical coal in Arkansas. Contract mining of iron ore on 
customer properties in Utah has been conducted for many years. Drilling activities 
and management functions are being performed in Korea on tungsten and coal 
properties. 


The Marcona Mining Company, an affiliate of Utah, is mining and processing iron 
ore in Peru. This ore deposit has proven to be one of the major sources of iron ore 
in the world today, with shipments directed to steel mills in the United States, 
Germany and Japan. Utah also has a 25 per cent interest in the Pima Mining 
Company, engaged in the mining and milling of copper ore in Arizona. 


Mining and milling of uranium ore in Wyoming is accomplished by Utah through 
a 60 per cent ownership in Lucky Mc Uranium Corporation, with attractive cash 
flow and profits anticipated for a number of years. 


EXPLORATION AND MINERAL DEVELOPMENT 


In recent years the company has intensified its search for sources of mineral raw 
materials for basic industry and this program has met with considerable success. 
During the year the Lucky Mc property was brought into production and iron ore 
reserves at Cedar City, Utah, were expanded. Exploration efforts are presently 
directed toward the development of the Navajo New Mexico Coal Field where 
large coal reserves have been drilled and evaluated for mining. The Shirley Basin 
uranium field in Wyoming is being developed at a pace consistent with Atomic 
Energy Commission policy. Other exploration activities include the location of 
raw materials for the steel industry. 


Because mining revenue is dependent upon assets which are constantly being 
depleted, exploration and development of new mining properties will continue to 
be an important part of Utah’s program. 


One of the largest reserves of direct-shipping grade iron ore in the 
western United States is located near Cedar City, Utah. In this area 
our company owns and operates the Iron Springs mine. Above is 
shown one section of the mine, the Lindsay Pit. The nation-wide 
slump in steel production during 1958 was reflected at Utah's Cedar 
City operations in a substantially reduced rate of iron ore shipments 
as compared with 1957. Signing of a long-term iron ore sales con- 
tract with a major steel company near the end of 1958 will assure 
Utah Construction Company a substantial participation in the west- 
ern iron ore market in future years. 


LUCKY MC URANIUM CORPORATION 


Utah Construction Company owns a 60 per cent interest in Lucky Mc 
Uranium Corporation which has extensive uranium ore reserves in one of 
the most important uranium producing areas in the country, the Gas Hills 
District of Wyoming. 


During the past three years Utah, through wholly owned subsidiary com- 
panies, explored the Lucky Mc properties and on behalf of the Lucky Mc 
Uranium Corporation developed a sufficient tonnage of ore to justify the 
construction of a processing mill, negotiated a concentrate sales contract with 
the U.S. Atomic Energy Commission, secured financing for the mill and 
accessory facilities, designed and constructed the mill, camp and mine plant, 
and is now operating the mine and mill. 


The year 1958 was of great significance in the short history of Lucky Mc 
Uranium Corporation. Full scale open pit stripping and mining of the ore- 
bodies was conducted throughout the year. The mill commenced operations 
on February 28, 1958 and has operated at greater than its rated capacity of 
750 tons of ore daily ever since the first week. Results of all phases of the 
operation, from the mining of the ore to the production of uranium concen- 
trates, have equaled or exceeded anticipated results. Lucky Mc net profits 
were reported at $2,935,987 for the twelve months ended October 31, 
1958, the undistributed share of Utah Construction Company amounting to 
$1,761,592.20. 


The Lucky Mc project was financed by a $10,000,000 bank loan, backed 
by the obligation of Utah Construction Company to pay any deficiencies 
arising under the bank loan agreement. Profitable operations and cash throw 
off from operations have enabled Lucky Mc to accelerate repayment of the 
bank debt, the balance as of the year end standing at $7,785,714, and indi- 
cations are that the loan will be entirely repaid considerably prior to maturity. 


The present sales contract with the Atomic Energy Commission calls for 
delivery of 5,600,000 pounds of uranium oxide by March 31, 1962. Lucky 
Mc is currently negotiating with the A.E.C. for extension of the sales contract 
to December 31, 1966, and for the expansion of Lucky Mc mill capacity. 


During recent months the stock of Lucky Mc Uranium Corporation has 
ranged from $45 to $6 bid, in the over-the-counter market, indicating 
approximate value at the lower figure of $16,829,209 for Utah’s holdings. 


Mining at Lucky Mc is done by open pit methods, Large quantities 
of overburden must be stripped to expose the ore horizons. Shown 
(left) is one of several mining areas; mining has been completed in 
the foreground, while in the background scrapers are stripping over- 
burden to uncover additional ore. Since beginning mining operations 
in 1957. Utah has stripped over 6,000,000 cubic yards of overburden 
and delivered approximately 300,000 tons of ore to the mill. 


The Lucky Mc mill, shown left, above, was designed and constructed by Utah. After the start-up 
period beginning February 28, 1958, the mill averaged more than 1000 tons of ore per day fed 
to process. The function of the Lucky Mc mill is to obtain a product, containing in excess of 
75% uranium oxide and only minor impurities, from ores containing only a few tenths of 1% 
uranium oxide and major impurities. After the ore is crushed and ground, sulphuric acid and 
other chemicals are used to dissolve most of the contained uranium. Next follows a series of 
decantation steps, during which almost all of the remaining uranium in the.ore is dissolved and 
the resulting barren solids are discarded. The uranium-bearing liquor is then filtered and passed 
through the ion exchange system shown at the right, above. Here the uranium is concentrated 
into an enriched solution by the action of small beads of resin. Remaining impurities in the 
enriched solution are then precipitated out and finally the uranium oxide is precipitated as yellow 
cake, ready for filtering, drying, packaging, and shipment. 


MARCONA MINING COMPANY 


Utah Construction Company owns a 41.25% interest in the equity stock and 
a 50% interest in the voting stock of Marcona Mining Company. Marcona is 
a Western Hemisphere Trade Corporation engaged in the mining of iron ore 
in Peru. During 1958 a magnetic beneficiation plant was installed to treat 
certain of the finely-crushed ores produced by the mine. Lowered demand 
for iron ores, occasioned by decreased steel production activity throughout 
most of the world, resulted in reduced profits for the Marcona Mining 
Company. It reported a net profit of $4,854,000 for the twelve months ended 
October 31, 1958, compared to $7,356,000 realized the preceding year, and 
$3,023,000 for the fiscal year ended October 31, 1956. During the current 
fiscal year Utah received dividends from Marcona in the amount of $1,324,- 
184, compared with $1,350,432 received during the preceding fiscal period. 


View of ore carrier ready for loading by conveyer belt from iron ore 

stockpiles of Marcona Mining Company in the background, Crush- 

ing and screening of the ore is done adjacent to the mine, approx- 

imately 17 miles from the port at San Juan Bay in southern Peru, 
A, 


PIMA MINING COMPANY 


Pima Mining Company, which operates a copper mine and mill near Tucson, 
Arizona, is owned 25% each by Utah Construction Company and Union Oil 
Company of California and 50% by Cyprus Mines Corporation. Profits of 
$916,000 for the twelve months ended October 31, 1958 were reported by 
Pima in the face of depressed copper prices prevailing throughout most of 
the year. It is encouraging to note that during the last half of 1958 the price 
of copper advanced from a low of 24 cents to better than 28 cents per pound 
as of the end of October. 


Shown here is an aerial view of the Pima Mining Company open pit 
copper mine near Tucson, Arizona. Ore and waste rock are hauled 
to the surface from'the bottom of the pit in 22-ton skips operating 
on an inclined railway. Normal production is 3500 to 4000 tons per 


day of copper ore. 


OZARK-PHILPOTT MINE 


Since 1949 Utah Construction Company has operated the Ozark-Philpott 
mine in Arkansas producing high quality metallurgical coal by strip mining 
methods from a coal seam only 18 inches thick. Coal mined at this operation 
is sold to a major steel producer. Remaining coal reserves that are sufficiently 
shallow to be strip mined are limited and probably will be exhausted within 
a few years. However, the feasibility of mining the coal by underground 
methods is currently being studied. If thin seam underground mining proves 
successful, the coal reserves of the property will be greatly increased and the 
life of the property will be extended for many years. 


SHIPPING 


Cia. San Juan S. A., in which Utah Construction Company has a 41.25% 
ownership interest, is engaged in the sale and ocean transportation of Peru- 
vian iron ore under an exclusive contract with the Marcona Mining Com- 
pany, as well as transportation of other bulk commodities. Shipments are 
made in vessels chartered in the world market and from a wholly owned 
subsidiary of Cia. San Juan S.A., San Juan Carriers, Ltd. San Juan Carriers, 
Ltd. owns one 16,000 ton and two 32,000 ton ore carriers. A new 47,000 
ton combination ore and oil carrier was launched in September and delivery 
is expected in February. A sister ship will be delivered in May. 


More efficient use of owned and chartered vessels has resulted from the 
development of backhaul of bulk cargoes which complement the movement 
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KEEL LAYING 


HULL NO.S-738 
47. O000NT TYPE ORE&OIL CARRIER 
FOR 
MESSRS. SAN JUAN CARRIERS. LTD. 
AT TSURUMI SHPYARD.NPPON KOKAN K.K. 
1STH SEPT.1958 
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The scene above is descriptive of the keel laying ceremony for the 
SAN JUAN TRAVELLER, 47,000 ton ore and oil carrying sister 
ship of the SAN JUAN MERCHANT. This additional ship is 
scheduled for completion in May, 1959. 


of iron ore from Peru. In 1958 a five year charter was negotiated with a major 
oil producer to transport approximately one million barrels of petroleum 
products annually from the Caribbean area to Peru. Other bulk cargoes 
amounted to approximately 500,000 tons. 


Cia. San Juan's consolidated earnings were $2,530,000 for the 12 months 
ending October 31, 1958, a decrease of $1,240,000 from the preceding year. 
Dividends of $1.00 per share on Class A stock and $8.00 per share of Class 
B stock were paid during the year aggregating $2,000,100. No dividends 
have been paid by the corporation in preceding periods, Ore shipments were 
2,635,000 tons, a decrease of 26% from the comparative prior twelve month 
period, reflecting the world-wide reduction in steel production. 


The SAN JUAN MERCHANT, 47,000 ton combination ore and 
oil carrier, is shown after launching at Tsurumi shipyard in Japan. 
This ship will join the San Juan fleet in February, 1959. An impres- 
sive picture of the launching appears on the inside back cover of 
this report. 
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LAND HELD FOR DEVELOPMENT AND RESALE 


Since 1954, Utah Construction Company ha’ undertaken acquisition and development of substantial holdings 
of strategically located real estate in the San Francisco Bay Area. These projects provide Utah with basic 
diversification, and the projects themselves are diversified in the real estate field. Sites are being developed for 
commercial, industrial and residential users. Three projects have accounted for the major activity in this field. 


SOUTH SAN FRANCISCO 
INDUSTRIAL PARKS 


At the close of 1955, Utah acquired a half interest in approximately 340 acres of land 
in the community of South San Francisco, which land required development to make it 
usable for industrial buildings. In 1957, Utah became the sole owner of these holdings. 
Since the inception of this project, 200 acres have been converted from sub-marginal 
land into prime industrial sites with all of the required transportation and utility services. 
Protective covenants have been established to insure uniformly high level use of the 
sites, and this is reflected in a firm price structure now well established. Sites have been 
sold to 27 buyers, 18 buildings are occupied, and several others are under construction. 
The aggregate floor space of the buildings occupied is approximately 900,000 square 
et As market demand warrants such action, additional acreage will be developed for 
resale. 


SOUTH SHORE OF ALAMEDA 


Since acquisition of the South Shore tidelands in 1954, new land comprising 374 acres 
has been created by a hydraulic fill operation. During the current year, South Shore 
Center, Inc., a Utah Construction Company subsidiary, has been developing a 66 acre 
shopping center and commercial area. At the end of the fiscal year approximately 30 
store leases were signed and the first phase of construction was nearly completed. The 


August opening of 12 stores included J. C. Penney Co. (51,000 square feet) and Lucky 
Supermarket (25,000 square feet). 


South Shore Land Company, the other subsidiary of the company in the Alameda 
project, has substantially completed construction of improvements on 42% of its land. 
Sixteen model homes were opened in October, and several builders have purchased 
single family and apartment house sites, 


MORAGA VALLEY 


In 1954 Utah Construction Company acquired control of a valuable site in the Bay 
Area east of Oakland — 5,000 acres in the Moraga Valley —the largest single prop- 
erty in the metropolitan area. Since acquisition sales have been made in the form of 
developed lots totalling 650 acres. Of this amount, 129 acres were sold during the 
fiscal year 1958. A number of residential builders of fine homes have made purchases 
yielding a very satisfactory profit to the company. This land holding is best adapted to 
better homes and sales are gauged to meet the market ability to absorb this class of 
more expensive housing. An attractive residential community is now in the process of 
being developed and over a period of years additional homes and commercial facilities 
will be built to serve the 30,000 people who will ultimately make their homes on this 
property. 


Pictured at right is an aerial view of the indus- 
trial city of South San Francisco where Utah 
is developing plant sites tailored to meet every 
industrial need. Focal points are illustrated by 
the numerals, and are 


1. Industrial Park Unit No. 1, 
completed in 1957 
2A. Industrial Park Unit No. 2A, 
completed in 1958 
2B. Industrial Park Unit No. 2B, 
to be constructed. 
2C. Industrial Park Unit No. 2C, 
in the planning stage 

3. Industrial Park Unit No. 3, 
under construction 

4. Lindenville Industrial Park, 
completed in 1958. 

5. Belair Construction and Marine 
Equipment Maintenance Base and Utah 
Dredging Company Headquarters 

6. Building erected by Utah for 
Par-T-Pak Beverage Company. 

7. Home Office, manufacturing and 
assembly facility constructed 
by Utah for the Stuart Co. 

8. The Cleveland Cap Screw Company 
warehouse and distribution center 
constructed by Utah 


In the background lies Metropolitan San Fran. 
cisco showing the approximate location of 
Utah's executive offices and also the offices of 
certain of the subsidiary and affiliated com- 
panies. 


At left is an aerial view of the new South Shore 
Shopping Center in process of construction, 
located on the Alameda South Shore hydraulic 
fill and reclamation project. The site is close to 
a controlled access to a major route linking 
San Francisco, Oakland, Alameda and the San 
Leandro-Hayward area. The Center is rapidly 
developing as a major East Bay shopping area, 
combining adequate access and parking with 
varied and attractive merchandise. 


EMPLOYEE RELATIONS 


In the field of Employee Relations the company reports continued progress. No work stoppages occurred on 
company projects during the year. Through effective collective bargaining and judicious administration of union 
labor contracts, the company continues to enjoy good labor relations within the industry. 


Progress has been made in centralizing activities and developing policies regarding industrial relations, safety, 
compensation and benefit plans, and recruitment. It is anticipated that 1959 will see the development of a 
completely integrated personnel relations program tailored to the specific needs of the company. 


In order to strengthen the management structure to meet the requirements of the company’s expanded and 
diversified activities, early in the year J. A. Mecia, C. W. Robinson and A. L. Reeves were elected Vice Presidents 
and O. L. Dykstra was named to the position of Treasurer. In August, Mr. Littlefield, the Executive Vice President, 
was appointed to the additional post of General Manager. 


Through its program of employee benefits the company continues to offer protection to its employees by 
providing benefits under its Group Insurance Plan and the Retirement Plan. 


During 1958, 702 permanent employees and their families were covered under the Group Insurance Plan. The 
face amount of life insurance in effect under the Plan amounted to $5,517,000 on individual policies ranging from 
$2,000 to $20,000. Six hundred thirty-three claims amounting to $63,284 were paid to employees and their 
families. The total billed premium cost to the company was $138,678. 


At the close of the year 503 employees were members of the Utah Construction Company Retirement Plan Based 
on Profit Sharing, a net increase of 115 from the previous year. During the year benefits of $35,497 were paid to 
retiring or terminating employees. For the year 1958 the company set aside the sum of $452,578 as its Current 
Contribution under the Plan. On a three year averaging formula, the basis for determining the company con- 
tribution.to the Plan, the contribution based on net profits exceeded the amount required to pay the maximum 
current contributions under the terms of the Trust Agreement, and therefore, the company was able to restore to 
earnings an excess credit in the Reserve for Future Payments under the Plan of $247,578 charged to earnings 
in previous years. 


FINANCIAL 


The very nature of Utah Construction Company activities and the inherent 
complexity of its corporate structure, make difficult the task of presenting 
the facts and figures relating the financial results of operations. In an effort 
to bring the picture into sharper focus for the stockholders, it is the practice 
of the management to acquaint the owners with all the pertinent factors, 
that is: 


1. the parent company earnings, including the net profit arising from 
its own operations and from investment income received from other 
companies ih which it holds an interest; 

2. the parent company’s share of the undistributed earnings of sub- 
sidiary and affiliated companies; 


3. a potential “hidden” value inherent to mineral reserves and other 
assets of the company, its subsidiaries or affiliates; and 


4. the change in market or indicated value of certain securities held 
by the company. 


Specific comment has been made with respect to the first two factors in the 
Letter to Stockholders, and it has also been indicated that it is impractical, 
if not impossible, to appraise the present value of certain assets such as land 
held for resale and development, mining lands and leases, ships, and con- 
struction equipment, although it is believed that the value of the Utah equity 
in such assets is conservatively stated on the financial statements. 


The last factor outlined above has become increasingly important in the Utah 
picture and deserves special explanatory comment. The company-owned 
securities in other companies have an indicated or book equity value far in 
excess of their original cost, which is the basis of reporting value on company 
books and the balance sheet statement, made a part of this overall report. 
Two of these securities, the stock held in Permanente Cement Company and 
th Lucky Mc Uranium Corporation stock, are more or less actively traded 
in the over-the-counter markets. Holdings in Permanente, however, have 
become relatively minor by reason of distributions of 79,810 shares during 
the fiscal period in the form of dividends to stockholders. Stock in Lucky Mc 
is actively traded in relatively small quantities but the security market's real 
ability to absorb a large offering has never been tested. With this caution in 
mind, the indicated value or book equity of the securities held by the com- 
pany, compared with the close of the prior year, can be reported as follows: 


COMMENT 


Market No. of 1958 1957 
Stock Price® Shares Value Value 
Permanente 
Cement Company $23. - 24% 1,639 $ 37,697 $ 1,191,192 
Lucky Mc ‘ 
Uranium Corporation 4% - 6 3,638,748 16,829,209 11,371,087 
Other Securities at our share of their Net Worth 13,934,935 13,700,161 
Total $30,801,841 $26,262,440 
Less: Cost 2,901,841 2,762,440 
Difference $27,900,000 $23,500,000 


*Range of bid price during recent months 


This and prior reports have advised of the realization of material losses in 
1956, 1957 and 1958, on certain contracts, some of which were still in 
process at October 31, 1958, and which losses have been charged to income 
of those years. For federal income tax purposes a substantial portion of the- 
losses incurred has not thus far been claimed as a deduction, nor will such 
losses be taken into account until the particular long term contract is com- 
pleted. No allowance has been made on the balance sheet statement for tax 
savings that may ultimately be realized from losses sustained, but not claimed 
for tax purposes. Negotiations for revision of these contracts are in process 
and claims for additional compensation have been made. No provision has 
been made for future losses on these contracts nor is there any accounting 
for anticipated recoveries, possibly substantial, under claims filed because 
the amounts of such recoveries are not susceptible to reasonable deter- 
mination. However, the management of the company is of the opinion that 
recoveries under these claims will exceed the amount of future losses arising 
from such contracts. 


The federal income tax returns of the company have been examined by the 
Internal Revenue Service through the year 1954. The company considers 
that adequate provision has been made for any additional liability which may 
be ultimately assessed. 


Contingencies, indeterminable in amount, include the usual liability of con- 
tractors for completion of contracts, and possible liability in joint venture 
participation and in connection with performance and indemnity bonds and 
agreements relating to subsidiaries and affiliated companies. 


BALANCE SHEET — OCTOBER 31, 1958 BALANCE SHEET — OCTOBER 31, 1958 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


CURRENT LIABILITIES: 
Current installments of notes and contracts payable . 
Accounts payable 
Accrued liabilities . 
Accrued Federal income taxes 


ASSETS 


CURRENT ASSETS: 
Cash 
Receivables— 
Construction and mining accounts 
Other notes and accounts . . 
Inventories, at the lower of cost or arene 
Construction materials and supplies . 
Iron ore and coal . 


Total current liabilities . 
Total current assets . 


INVESTMENT IN AFFILIATED COMPANIES: 
Capital stocks and receivables, at cost (Note 1)— 
Wholly-owned subsidiaries . 
Other affiliated companies . LONG-TERM LIABILITIES: 
Interest in joint ventures . Bank loan, due on or before October 31, 1963 . : 


Noncurrent portion of notes and contracts iPeyable, suet in rririable santal ‘iatallinens 
to January 4, 1965 3 Sopa ees ee 


Advance billings on imeem construction contracts * 
Reserve for retirement based on profit-sharing . 


INVESTMENT IN LAND AND OTHER ASSETS: 
Land held for development and sale . 
Land held for investment 
Reclamation District bonds 
Capital stock and receivables of land developuienk conioanies (Note 1) 


Prepaid expenses, noncurrent receivables and other . : 
Facilities on construction projects (less accumulated Sain of $1, 431 592) , 


Accumulated 
ass es Peers STOCKHOLDERS’ EQUITY: 
BRORE Deena FOUEMENT: ee eo | A OE Capital stock, par value $2 per share — 
Land, buildings and improvements $ 785,829 $ 149,946 Authorized — 2,000,000 shares : 
Mining properties NSE 2,538,309 2,169,307 (24,550 shares reserved for issuance under Employee’s Stock Purchase Plan) 
Equipment. . . C 16,956,016 8,793,750 Issued and outstanding — 1,780,525 shares 
Furniture and fixtures * 485,000 209,584 


NOTES: 
1. The 


$20,765,154 $11,322,587 


company's equity in the undistributed earnings of subsidiary and affiliated companies amounted 
to $1,411,826 for the pea ree 1958 after allowance for estimated income taxes payable on such 
earnings when distributed. The company’s equity in the market value or underlying value at 
October 31, 1958, of its investments in subsidiary and affiliated companies was approximately 
$30,800,000. Included in this amount was $16,829,209 representing the approximate market value of 
the company’s investment in Lucky Mc Uranium Corporation computed at $4.625 per share. 


Paid-in surplus . 


Earned surplus ($19,853, 600 restricted mie bank shen pereenieniy 


». The company has contracts with Lucky Mc Uranium Corporation for the production of uranium 


concentrate being delivered under an agreement between Lucky Mc and the Atomic Beary Com- 
mission, The proceeds from these deliveries are assigned to secure outstanding bank loans of Lucky 
1 amounting to $7,785,714 at October 31, 1958. Based on reports of independent consulting 
eers as to the uranium ore reserves of Lucky Mc, it is the management's opinion that proceeds 


_ from the deliveries of uranium concentrate will be sufficient to liquidate these bank loans. However, 


if such proceeds are not sufficient, the company is obligated under the bank loan agreement to pay 
any deficiencies. The company is also contingently liable at October 31, 1958, for obligations totaling 


approximately $5,350,000 of other affiliated companies. 


STATEMENT OF INCOME FOR THE YEARS ENDED 


OCTOBER 31, 1958 AND 1957 1958 1957 
INCOME: 
Gross profit from construction and mining operations $3,976,899 
Dividends (Note 1). et a 2 ‘ y cs 5 1,776,522 
Gain on sale or liquidation of land and investments . 798,527 
Gain on sale of property and equipment 64,399 y 
Other ~ pve tie dace tetupeseoina ales 379,218 A 


a 
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EXPENSES: ¥ 13a. 
General and administrative expense. 00.) sR $2,701,198 i” Bi 
Employees’ retirement plan provision. . - - + + + + 6 «© 2 «© 2 + 205,000 643,587 ae 
Interest avmmanwasin sean oy). 671,957 | Fae) 

= { 
3 I 4 NJ 
— — — oat 
Net income before provision for Federalincome taxes.  . . . . . we $3,007,718 $3,132,484 


PROVISION FOR FEDERAL INCOME TAXES Shc ah orb) eens ema ate 1,100,000 400,000 
Net income for the year . aries ; 
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Provisions for depreciation and amortization included above total $2,215,355 for 1958 
and $2,161,743 for 1957. 
STATEMENT OF EARNED SURPLUS 
FOR THE YEAR ENDED OCTOBER 31,1958 


BALANCE OCTOBER 31,1957 . . .- - © «© 5 8 8 8s 4 $20,234,323 
ADD =—Netincomefomthe yeareo 1 Go ee ee a a 0g ne ess 1,907,718 


$22,142,041 


DEDUCT — Dividends on capital stock: 
(Gash S40 perenanen miei iyi pice iim s.r veoh wi al le RE volte yo teal aea ie $712,210 
Securities, aticost (market value'$1,388,810). 6 0 ee 87,506 


BALANCE OCTOBER 31, 1958 ($19,853,600 restricted under bank loan agreement) . 


The notes to the accompanying balance sheet are an integral part of these statements. 
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ACCOUNTANT’'S To the Board of Directors, In our opinion, the accompanying balance sheet and statements 


‘ 
Utah Construction Company: of ee and seid surplus present fairly the paraacs position of 
ries ee aenh - ” e y : ~_ Utah Construction Company as of October 31, 1958, and the results of 
REROR Tire tr a DRG ea Ease et ater Croker se hoeas its operations for the year then ended, and were prepared in conform- 
and the related statements of income and earned surplus for the year ity with generally accepted accounting principles applied on a basis 
then ended, Our examination was made in accordance with generally consistent with that of the preceding year. 

accepted auditing standards, and accordingly included such tests of the ARTHUR ANDERSEN & CO. 

accounting records and such other auditing procedures as we considered San Francisco, California, 


necessary in the circumstances. December 11, 1958. 


